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Independent Audifors’ Report

The Board of Trustees
Gulf Coast Housing Partnership, Inc.

Report on the Financial Statements

We have audited the. .accompanying consolidated.balance:sheets of Gulf Coast Housing Partnership, Inc.
and its subsidiaries (GCHP) (a nonprofit organization) as-of December 31, 2013 and 2012, and the related
consolidated statements of activities and cash flows for the years then ended, and the related notes to the
consolidated financial:statements.

Manaoement’s'Respbnsibility for the Financial Statements

'Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with-accounting principles generally accepted .in the United States of America;
this“includes the: design, implementation, and maintenance.of internal control relevant to the preparation:
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors’ Responisibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the. standards applicable to financial audits contained in Government Auditing Standards,

issued by the Comptroller General of the United States: Those standards require that'we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from:material
misstatement.

An audit involves performing procedures to obtain audit evidence:about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors” judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In-making those risk assessments, the ‘auditor considers intetnal control relevant to the entity's preparanon
and fair presentation.of-the financial statements in order.to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing-an opinion on the-effectiveness of the-entity's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that:the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion

In our opinion, the consolidated financial statements referred lo above present fairly, in all material
respects, the consolidated financial position of Gulf Coast Housing Corporation, Inc. as of December 31,
2013 and 2012, and the results of its operations and its cash flows for the years then.ended in conformity
with accounting principles generally accepted in'the United States of America.

Other Reporting Required by Government Auditing Standards

In.accordance with Government Auditing Standards, we have also-issued our report dated April 28,2014,
on our consideration -of GCHP’s intemal control over financial reporting -and on our tests of its
compliance with ¢ertain provxsxons of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our.testing of internal control over-financial
reporting and compliance and the resilts of that testing, and not provide an opinion on the internal control
over financial reporting or on compliance. That report 'is an integral part of an audit performed in
accordance. with Government Auditing Standards in considering the GCHP’s mtemal -control over
financial reporting-and compliance.

(At ity

Metairie, Louisiana
April 28, 2014



GULF COAST HOUSING PARTNERSHIP, INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Current-assets
Cash and cash equivalents
Receivables
Prepaids
Restricted cash and cash equivalents
Totat current assets

Restricted cash and cash equivalents
Real estate held for,development and sale

Property and equipmeént

DECEMBER 31, 2013 AND 2012

Assets

- Property and equipment, net of accumulated depreciation

Construction in progress

Total property and equipment, net of accumulated depreciation

Other assets

Investment in'partnerships
Developer fee receivable
Notes receivable

Total assets

‘Current liabilities
Accounts. payable
Current maturities of long-term debt.
Construction loans payable:
Construction costs payable
Management fees payable-related party
Other payables )

Total current liabilities

Long:term liabilities
Deferred revenue
Other-long-term payable.
Long-term debt, less current maturities
Total long-term fiabilities

Total liabilities
Net assets

Unrestricted:
GCHP

Non-controlling interests in subsidiaries

Total unrestricted net assets
Temporarily restricted
Net assets

Total liabilities and net assets

The accompanying notes are an integral part of these consolidated statements.

Liabilities and Net Assets

3.

2013 2012
$ 3,056,911 $ 2,634,054
1,269,716 1,124,334
209,052 136,339
2,190,858 1,647,517
6,726,537 5.542,244
17,116,436 '7;977;355
7,805,395 9,378,309
53,549,509 41,122,325
6,145,368 1,194,433
59,694,877 42316,758.
1,318,654 797,372
1,214,613 1,171,617
1,367,449 1,316,204
10,726,975 4,617,612

$ 105,970,936

$ 73,117,471

$ 49961 § 118378
1,354,814 26,962
7,506,171 -
3,045,330 3,216,170

98,905, 98,806

285,993 143,119
12,341,174 3,603,435
4,566,112 2,710,719

285,271 528,578
61,830,404 46,459,078
66,681,787 49,698,375
79,022,961 53,301,810
19,581,414 17,129,365
5,792,346 2,020,078
25,373,760 19,149,443
__1,574215 666,218
26,947,975 19,815,661

$ 105,970,936

$§ 73117471




GULF COAST HQUSING PARTNERSHIP, INC,
CONSOLIDATED STATEMENTS OF ACTIVITIES

TOR $2013 2012
2013 2012
Temporarlly Temporarily
Unrestricted restricted Total : Unrestricted restricted To1a!
Support and revenue: ) N .
Contributions, doristions, end grents S5 1,143,525 5 1,000000 § 2143525 § 1165025 . '§ 1,165,125
Development fees 1,823,805° - 1,823,805 1,902,072 - 1,902,072
Property operations rental incoms 1,510,355 - 1,510,355 846,891 - 846,891
Federal grants 1,320,980 . 1,320,980 1,942,833 . 1,942,833
Forgiveness of debt 745,314 - 745,314 995314 ' - 995,314
Interest income 286,894 - 286,394 200,491 . 200,491
Management fees 175,147 - 175,147 158,979 - 158,979
Rental income 46311 - 46,311 14,825 - 14,825
Interest income on cash and cash equivalents 31,083 - 31,083 15,029 - 15,029
Gin on disposition. 25,441 - 25,441 - - -
Miscellaneous revenus 2,364 - 2,364 465 - 465
Net assets released from restrictions 92,003 {92,003) - 245,958 (245,958) -
Total support and revenue 7,203,222 907,997 8111219 74879382 {245.958) 7,242 024
Salaries and benefits 1,677,609 . 1,677,609 1,539:126 . 1,539,126
Depreciation and amortization ' 1,201,339 . 1,201,339 838,133 - 838,133
Property operating expense 1,482,083 . 1,482,083 750,359 . 750,359
Interest expense . 498,149 - 498,149 738,933 - 738,933
Administrative 302,615 - 302,615 752,866 - 752,866
lﬁg{ehtive management fee 98,905 - '98,905 98,806 - 98,806
Property taxes and insurance 65,485 - 65,485 54,339 - 54,339
Rent - - - 10,125 - 10,125
Total expenses 5,326,185 - 5,326,185 4,782 687 . 4,782 687
Change in nét nssets 1,877,037 907,997 2,785,034 2,705,295' (245,958) 2,459,337
Net assets at beginning of year 19,149,443 666,218 19,815,661 14,827,743 912,178 15,739,919
Non-controlling members' contributions to subsidiaries 4347280 - 4347280 1,616,405 - 1,616,405
Net assets at end of year $_25373,760 S 1574215 S 26947975 8 19149443 § . 666218 5 19,8566

The accompanying notes are an integral part of these consolidated statements.



‘GULF COAST HQUSING PARTNERSHIP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER:31, 2013 AND-2012

2013 2012
'Cash flows from operating activities: . i o
Changes in net assets $ 2,785,034 $  .2,459.337
.Adjustments to reconcile changes in net assets to net cash
provided by operating activities:
Depreciation 1,148,949 781,846
Forgiveness of debt (745,314) (995,314)
Amortization of deferred fees 52,390 56,287
Donated propeity - (301,500)
Changes in operating assets and liabilities: .
Increase in recéivables ) (434,782) (310,449)
(Inctease) decrease in developer fee receivable (51,245) 516,936
(Increase) in prepaids (72,713) (101,372)
(Decrease) in accounts payable (68,417) - (113,512)
Increase (decrease) in deferred revenue 1,855,393 '(675,365)
(Decrease) increase in other payables (100,433) 409,995
Increase in management fees payable 99 . 312
Net cash provided by operating activities 4,318,961 1,727,201
Cash flows from investing activities:- -
Purchases of real estate, property, and equipment (17,124,994) (13,668,107)
Funds advanced on notes receivable (6,109,363) (2,567,612)
Investment in McCaleb Supportive Housing L.L.C. (42,996) (784,546)
“Net cash used in investing activities (23,277,353) (17,020,265)
Cash flows from financing activities:
Proceeds from notes payable : 38,803,470 15,593,398
Payments on notes payable (13,852,283) (11,267,429)
Confributions from non-controlling interests 4,347,280 1,616,405
Deferred fees paid (234,796) (360,688)
Payment of other assets related to loan costs - (34,311)
Net cash provided by financing activities 29,063,671 . 5,5473175
Net increase (decrease) in cash and cash equivalents 10,105,279 (9,745,689)
Cash and cash equivelents at beginning of year 12,258,926 22,004,615
Cash and cash equivalents at end of year $ 22364205 $ 12258926
Supplemental Disclosure of Cash Flow Information:
Donation of land and property $ - $ 301,500
Cash paid for interest s 608,323 §  -868,077
Reconciliation tetements of Financiat Position
Cash and cash equivalents for cash flow statement include:
Cash and cash equivalents R $ 3,056,911 $ 2,634,054
Restricted cash 19,307,294 9,624,872

$_ 22,364,205 § 12,258,926

The accompanying notes are an integral part of these consolidated statements.
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GULF COAST HOUSING PARTNERSHIP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31,2013 AND 2012

‘Summary. of Significant Accounting Policies

(a)

History and Organization

-Gulf Coast Housing Partnership, Inc: (“GCHP™) is a.non-profit organization organized under

‘the daws of the State- of Delaware to acquire, own, develop, bold, sell, lease, transfer,

exchange, operate and manage all types of real estate prOJects, mcludmg any bmldmgs and
other improvements especially in the Gulf South region. that were affected by Hurricanes
Katrina and-Rita; to foster and stimulate economic development; and.to play a key role in
developing'a new-institutional, infrastructure through which long:term, affordable housing,in
the Gulf South can be successfully produced, owned and operated.

These financial statements bave been consolidated to include all accounts of Gulf Coast
Housing Partncrsh:p, Iné. and its subsidiaries.

The following are wholly owned subsidiaries that are disregarded for income tax purposes:

Gulf Coast Housing Partnership, LL.C. ~ GCHP-1409 OCH, L.L.C.

GCHP-NDF, L.L.C. 1122 OCH, L.L.C.

GCHP-Venus Gardens, L.L.C. King Rampart L.L.C.
GCHP-Scott; L.L.C. GCHP-AndrewL.L.C.

JOSBR Land, LL.C. GCHP-Canal, L.L.C.
GCHP-Hammond, L.L.C. GCHP-Westwego, L.L.C.
GCHP-Jericho, L.L.C. GCHP PolyBar, L.L.C.
GCHP-Esplanade, L.L.C. 1840 Baronne L.L.C.
GCHP-Spanish Town, L.L.C. GHCP-MLK Development, L.L.C.

GCHP Gert Town, L.L.C.
GCHP-Jefferson Davis GP, LLC*
GCHP-Management, L.L.C.

GCHP-German Schoolhouse, L.L.C.*
GCHP-J efferson Davis, LL.C.*

The following are wholly owned subsidiaries that are for profit entities:

GCHP-Muses, L.L.C.
‘GCHP-PolyBar Owner, L.L.C.*

GCHP-Elysian, L.L.C.

The following entities have been consolidated based on GCHP’s ownership perceritage:

99% of GCHP-Mid City GP, L.L.C.
89% of GCHP-PolyBar, L.L.C.
52% of GCHP-One Stop, L.L.C
51% of Village at the Beverly GP, LLC*
51% of West-Millsaps GP, L.L.C.*
51% of Gert Town Partoérship for
Progress, L.L.C.

* Denotes entity was formed in.2013.

99% of GCHP-1854 GP,L.L.C.
79% of GCHP-Claxbome MM, L.L. C.
51% of Midtown Land, L.L.C.
51% of GCHP-Sacred Heart MM, L.L.C.¥
51% of West-Millsaps, L.L.C.
51% of Village at the Beverly, L.L.C.*’
51% of GCHP-Sacred Heart, LL.C.



 GULF COAST'HOUSING:PARTNERSHIP, INC.
'NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

(1) Summary of Significant Accounting Policies (continued)

(©

The following partnerships have been consolidated based :on*GCHP’s effective control as’
managing member:

.01% of GCHP-1610 OCH, L.L.C. .01% of GCHP-MLK, L:L.C.
.01% of GCHP-Mid City, L.L.C. .01%.0f.1854 North Street, L.L.C.
01% of,GCHP-Clalborne L.L.C.
Other partnership-interésts are as follows:

50% of Elysian-Manager, L.L.C 50% of McCaleb:Supportive Housing, L.L.C.
.005%.of The Elysian, L.L. C. .005% TheMuses LTD 1.

Elysian Manager L.L.C. and McCaleb Supportive ‘Housing, L.L.C. .are accounted for .as
equity method investments: The. Elys;an L.L.C. and The Muses LTD 1 are carried at-cost.

All significant intér-comipany accounts ard transactions have been eliminated.,
Financial Statement Presentation:
The: consolidated financial -statements of GCHP are prescnte.d on the accrual. basis of.

-dccounting;, Financial presentation foHOWS non-profit'accounting, in which-GCHP is:required

to:report: ‘information regardingits financial position’ ‘anid dctivities according to tliree classes
of pet assets:

¢ ‘Unrestricted net assets - Net assets that are not subject to donor:imposed
stipulations. : “

. "Temporanly restricted net -assets --Nét assets- subject to donor-lmposed stlpulatlons
thiat may or will bé met éither by actiors 'of GCHP and/or the passage of time.

 'Permaneiitly resfricted net assets - Net assets:subject to donor-imposed stipulations
that' neither expire by’ the-passage. of time nor can be fulfilled and removed by
actions of GCHP pursuant ‘to-those stipulations. GCHP has no .permanently
festricted net assets.

Uses of Estimates

The preparation of financial statements in conformity ‘with: accounting’ principles generally
accepted in thé United Stites: requires' managemerit to-make;estimates and assumptions: that
affect-the reported amounts of revenues and expenses during the reported -périod. Actual
results could dlﬂ’er from those. estimates. Slgmﬁcantutems subject:to such’ estimates and.
assumiptions include, the useful lives and valuation of land; buildingsrand thie vahiation of
receivables. The current. economic enviroriment; has :increased the ‘degree of uncertainty
inherent-in those estimates and assumptions.



GULF COAST HOUSING PARTNERSHIP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER-31, 2013 AND 2012

(1) Summary of Significant Accounting Policiés (continued)

@

©

8

®

(h)

.Cash and Cash-Equivalents

For the purposes of the Consolidated Statements of Cash Flows, cash and ‘cash equivalents
include cash demand deposits and all highly liquid debt instruments with an original maturity
of three-months or less.

Receivables

Recetvables are charged to bad debt when they are deemed uncollectible.-As of December
31, 2013 and 2012, management -deemed that:no allowance for'uncollectiblé accounts was
necessary.

GCHP uses the direct write .off method . to- provide for uncollectible accounts. Use of this
method does not result In a material difference from the valuation ‘metliod required by
accounting principles generally accepted in‘the United States of América.

Promises to Give

Unconditiopal promises to give are recognized as revenues in the period the promise is
tecéived and as assets, decreases of liabilities, or expenses depending on the form of the
benefits received. Conditional promises to give are recogmzed only when the conditions on
which -they depend are substantially met and promises become unconditional. As of
December 31, 2013 and. 2012, GCHP had no unconditional promises to give recorded in

.receivables.

Amortization of Deferred Fées

Loan fees paid in connection with securing the financing of a property are amortized on a
-straight-line basis over the term of the respectnve loan. Mortgage costs are amortized over the
term of the permanent mortgage loan using the straight:line method. Tax credit costs are

amortized over the tax credit -period using the straight-line method. Accumulated
amortization as of December 31, 2013 and 2012 was $181,019 and $137,432, respectively.
Amortization expense was $52,385 and $56,287 for the years ended December 31, 2013 and
2012, respectively.

Property and Equipment

Propeny and equipment are recorded at acquisition or construction'cdsts aud are. depreciated

contributed are recorded at fair valie. Maintenance and repairs are expen_sed as incurred and,

major improvements are capitalized. When items of equipment are sold or retired, the related
cost and accumulated depreciation are removed from the accounts and any gain or loss is
‘included in the Consolidated Statements of Activities.

[
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GULF COAST HOUSING PARTNERSHIP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER:31, 2013 AND 2012

Summary of Significant Accounting Policies (continued)

()

@

®

Property and Equipment (continued})

Impairment of long-lwed assets is tested whenever events or changes in circumstances
indicate that their carrying’amount may not be:recoverable. The carrying value of a long-
lived asset:is considered impaired when the anticipated undiscounted cash:flows:from such
asset is separately identifiable and is less than its carrying value Ini that’event, a loss is
recogmzed based on the amount by which the camrying.value exceeds thé faif market value of
the long-lived asset. Fair market value is. determined primarily using appraisals. Losses on
long-lived assets to be disposed of are determined in a similar manner, except that fair.market
values are reduced for the estimated cost to. dlspose There were no impairments of long-lived
assets recorded by management during the years ended December 31, 2013 and 2012.

Tax Exempt Status

Gulf Coast Housing Partnership, Inc. has previously received notice from the Internal
Revernte Seivice of excmptlon from income tax under Section 501(c)(3) of the Internal
Revenue:Code (“IRC”). GCHP is:not considered a private foundanon under Section 509(a) of
the IRC of 1986. As such, donors are entitled to-a charitable deduction for their. contributions,

Management. has reviewed all of the entities where GCHP has an ownership interest. for any
potential tax effects as of December 31, 2013 and 2012; GCHP has-determined that no tax

‘expense or tax liability should be provided for in the consolidated financial statements of

GCHP applies a “more-likely-than-not” recognition threshold for all tax uncertainties. This
approach only allows the recognition of those'tax benefits that have a greater than 50 percent
likelihood of being sustdined upon examination by the taxing authorities. As a result of
implementing this.approach, GCHP has reviewed its tax positions'and deterinined there were
no-outstanding, or retroactive:tax positions with less than a 50% likelihood of being sustained
upon éxadiination by the taxing authorities, therefore the implementation of this standard has-
not had’a material effect on GCHP. GCHP's tax returns for the years ended December 31,

2012, 201} and 2010 remain open and subject to examination by taxing athorities. GCHP’s

tax return for the year ended December-31, 2013 has not yet been filed.

Real Estate Development

GCHP capitalizes project costs which include acquisition and predevelopment, (real estate
held for development and sale) and construction costs, property taxes;and insurance incurred
as; part of: construction-in-progress (construction in progress) for each of its projects. GCHP
also' .capitalizes interest charges from debt related to these specific projects. Interest
capitalized was $291,422 and $141,318 for the years ended December 31, 2013 and-2012,
respectively. When projects are sold, the related cost and acciimulated depreciation as
applicable are removed from the accounts; any gain or loss is included in the Consolidated
Statements of Activities.
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GULF COAST HOUSING PARTNERSHIP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
" DECEMBER 31,2013 AND 2012

Summary of Significant Accounting Policies (continued)

(k) Revenue Recognition

Grant reveies .are recognized when allowable expenditures are incurred under such
agreements-and contracts. Advance payments are recorded as deferred revenue.

‘Development fee revenue is'recognized when contractual obligations have been- fulfilled and
the fees:are received or otherwise deemed collectible.

Rentsl income is recognized: as rentals become due: Rental payments received in advancé are
deferred until eamned. All leases between GCHP and the tenants of the property-are operating
leases. Tenant rent charges for the.current month are due on the first of the month. Tenants
who are evicted or move out are charged with damages or cleaning fees, if applicable. Tenant
receivable consists of amounts.due for rentil income, other tenant charges and charges for
damages and cleaning fees in excess of forfeited security deposits. GCHP does not accrue
interest on the tenant receivable balances.

() Deferred Revenue.

Included .in deferred revenue are recoverable: grants: totaling $650,000 ‘and $1,283,496- -and
'deferred development fees of $3, 898,842 and $1,364,188 at December.31, 2013 and 2012,

respectively. Recoverable grants are amounts that are contractually due back to the grantor
after a specified time period. Development fees are deferred based on either’the contractual
agreement for a respective project or deferred because of GCHP’s revenue recognition
policy. At December 31, 2013 and 2012, development fees deferred based on contractual
agreements were $748,205 and $553,325 and development fee revenue deferred due to
GCHP’s revere recognition policy were $3, 114,637 and $810,683 respectlvely

'Concentration of Credit Risk

Finandial instiiments that potentially sibject GCHP to credit risk include cash deposns in excess of
federally insured limits. As of December 31, 2013 and 2012, GHCP ‘had $15, 809,831 and
$1,982,063, respectively, in uninsured balances, of which $11,578,200 are subject to lender
restrictions at-December 31, 2013. Consistent with GCHP’s policy to insure, where possible, liquid
balances, approximately $1 1,023,597 of these uninsured balances at December 31, 2013 are
temporary and are expected to be drawn down or otherwise insured within the next year.

During the years. ended December 31, 2013 and 2012, GCHP received 56% and 54% of its
contributions,:donations, grants and federal grants from three and two ‘contributors, respectively.
The support: from.these contributors for 2013 and 2012 was for project specific subsidies-and did
not impact GCHP’s ability to continue to function at.its current level of operations.

Restricted Cash and Cash Equivalents

GCHP maintains restricted cash accounts as required by grant and loan agreements. Restricted cash
available to pay current liabilities is classified under current assets. The increase in non-current
restricted cash from the prior year is due to $10,276,018 of loan proceeds received in 2013 and held
in bank accounts at year end. The balances of these accounts totaled $9,813,931 in restricted cash
and cash equivalents at December 31, 2013.

-10-
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GULF COAST HOUSING PARTNERSHIP, INC,
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER:31,2013 AND 2012

Property and Equipment

Property and equipment is summarized as follows at December 31

2013 _ _ 2012
Land, lots, and improvements $ 4,736,440 $ 4227503
Construction in progress 6,145,368 1,194,433
‘Buildings | 49,819,364 37,036,753
Furniture, equipment, and fixtures 1,503,524 1,238,298
162,204,696 43,696,987
Less : Accumulated depreciation (2,509,819) (1,380,229)

$ 59,694,877

$ 42316,758.

Substantially all property and equipment is pledged as collateral on long-term debt.

Depreciation expense was $1,148,954 and $781,846 for the years ended December. 31,.2013 and

2012, respectively.
Notes Receivable

Détails of notes receivable are as follows as of December31:

The Elysian, L.L.C. - (East Baton Rouge Parish Redevelopment
funds) note receivable with interést rate at 0% per annum;
principal is due April 31, 2052. The note is secured by real

estate_ $

The Elysian, L.L.C. - (Office of Community Development funds)-
note receivable with interest rate at 0% per annum; principal is
due April 31, 2052. The note is secured by real estate.

The Elysian, L.L.C. - (Louisiana. Housing Finance Agency
funds) note receivable with interest rate at 0% per aniium;
principal is due April 31, 2052. The note is secured by real
estate.

Reconcile New Orleans, Inc. - (Health and Human Services
funds) note receivable with interest rate at 0% per annum;
principal is due. December 31, 2041. The note is secured by real
estate. |

The Muses Ltd 1 - (HOME funds) note receivable with interest
rate at 2.75% per annum; principal and accrued interest are due
May- 31, 2026. The note is secured by real estate, but is
‘subordinate to mortgages held by CUB, OCD (State of LA), and
'CNO:

-11 -

2013 2012
841,100 $ 757,000
3,800,000 587,963
1,935,619 456,821
765,828 765,828
2:000,000 2,000,000



)

GULF COAST HOUSING PARTNERSHIP, INC.

NOTES TO CONSOLIDATED. FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

Notes Receivable (continued)

The Muses Ltd 1 - (Enterprise. funds) note receivable with
interest rate at 0% per annum; principal is due at the earlier of the
sale and/or the refinancing of The Muses Ltd 1 or October 1,
2039.

‘McCaleb Supp_ortive Housing - note receivable-with interest-rate
at-5% per arinum; principal and accrued interest are due at-June

17, 2026. The note is secured by real estate.
3222 Canal ‘Apartments - (HOME funds) note receivablé with

Irniterest rate at 0% per annum; principal is due 15 years

subsequent to the completion of construction of the apartment
building. Construction is expected to:be completed in 2014. The

-note is secured by real estate.

NBC USA Housing — 1840 Baronne - note receivable with
interest rate:at 6% per annum (1mputed interest:is insignificant);
prmclpal and accrued interest are due on February 13, 2017. The
note is secured by real estate.

GCHP-Housing Finance - note receivable with interest rate at 0%
per annum (imputed ‘interest is insignificant); prmcxpa] and
accrued interést are due June 27, 2023. Note is secured by
security interest in the leverage loan to GCHP-PolyBar,.L.L.C.
project. .

Total notes receivables
Less current maturities
Total notes receivable; less current portion

2013 2012
$ 50,000 50,000
193,152 -
418,153 -
93,637 .
629,486 .
10,726,975 4,617,612
$ 10,726,975 4,617,612

Accrued-interest receivableion the:above notes totaled $249,073 and $190,244 as of December.31,

2013 and 2012, respectively.

-12-
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‘GULF COAST HOUSING PARTNERSHIP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

Long-Term Debt

Notes payable are generally non-recourse and secured by the respective properties unless otherwise

noted. Details of long-term debt are as follows as of December 31:

Corporate Debt.

Unsecured acquisition/predevelopment/development loans, bearing
interest from 1% to 4.5%, with nterest-only payments due
‘monthly/semi-annual/quarterly, to be repaid in full at maturity at various
dates through 2023. Interest expense was $158,515 and $133,583 in
2013 and 2012, respectively.

Unsecured initial capitalization loan bearing interest at' 2%, payable
annually, with entire- principal to be repaid in full on June 16, 2016.
‘Interest expense ‘was $40,000 and $40,000 in 2013 and. 2012,
réspectively.

Secured, récourse [mes of credit, totaling: $8,000,000:of available credit
for predevelopment/construction financing, bearing: nterest from
2.704% to 5.75% payable monthly, with entire principal to-be repaid in
full at maturity at various dates through 2018. Interest expense was
$63,984 and $171,096 in 2013 and 2012, respectively.

State agency loan designated for passthrough construction funding,
bearing 0% interest, forgivable or assignable-at the end of the:five year
comph:ance _period, beginning upon meeting occupancy requirements for
the property. In the event of non-compliance, maturity dates range from

.2026 to 2047.

:Secured, working capital line of credit of $1,500,000, bearing interest at

1.25% in excess of monthly LIBOR- payable monthly, with entire
principal to be repaid in full on 8/1/2016. This line was entered into.in
2013 and there was no iterest expense-incurred during the year ended
December 31, 2013.. ,

Unsecured, ‘property specific gap financing loan, bearing interest at 1%
payable semi-annual, to be repaid in full at April 30, 2016. Interest
expense was $1,000 and $1,000 in 2013 and 2012, respectively.

Total corporate-debt

2013 2012
$12,350,000 § 6,650,000
2,000,000 2,600,000
1,300,000 2,694,422
3,800,000 587,963
100,000 100,000,
19,550,000 12,032,385
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GULF COAST HOUSING PARTNERSHIP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

Long-Term Debt (continued)

Partnership Debt

- Permanent, secured conventional loans, bearing interest from 4.25% to

7.25%, generally with principal and - interest due monthly, to be repaid in
full at various dates through 2033. Interest expense was- $92,366 and

'$98,603 in 2013'and 2012, respectively,

State 'agency loans, bearing 0% interest, forgiven during the compliance
period or forgivable or assignable at the end of the compliance period
ranging from 5 to 20-years, beginning upon issuance of the conversion
certificate or meeting occupancy requirements for the property. In the
event of non<compliance, maturity dates range from 2026 to 2047.

‘State agency loans, bearing interest from 0% to 2%, principal and
interest payments are. payable from property cash flow: Interest
.expense was'$20,000 and:$20,055 for 2013 and 2012, respectively.

Partner loan from pass through rehabilitation financing; . bearing interest
at 4.35%, with interest and principal payable from property- cash flow.
Interest expense was $16,704 and $16,750 in 2013 and 2012,

Secured, recourse qualified low-income community ‘investment (QLICI)
loans, bearing interest from 0.7309140% to 1.80323% payable
quarterly, with principal and interest payable monthly at a future date,
repaid in full at various dates through 2053. Capitalized interest was
$28,208 and $77:879 and Interest expense was $103,866 and $25,967
in 2013¢and 2012; respectively.

Secured, recourse acquisition and, construction loans, bearing interest at
fixed and variable rates from monthly Libor plus.2.5% to:monthly libor
plus 3.5% payable-monthly, with principal to be repaid'in full at various
dates through 2015: Capitalized interest was $94, 882 and $11,894 and
Interest expense was $1,713 and $0 in 2013 and 2012, respectively.

Total partnership debt

“Total debt.
‘Less current maturities of construction loans
Less-other maturities

Total debt, less current maturities

2013 2012
$ 1,663,619 $ 1,438,797
11,653,841 11,293,896
14,954,881 14,447,527
384,000 384,000
14,560,000 5,760,000
7,925;048 1,129,435
51,141,389 34,453,655,
70,691,389 46,486,040

“7,506/171 -
1,354,814 26,962
$61,830,404  $46,459,078
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- GULF COAST HOUSING PARTNERSHIP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND-2012

Long-Term Debt (continued)

Maturities for long-term debt for the next five years and thereafter.are:

2014 ‘$ 8,860,985

2015 1,477,817

2016 5,811,490

2017 1,515,010

2018 1,318,617
Thereafter 20,914,748

Loans based on cash flow 15, 338,881
Forgivable loans 15 453 841

_$ 70,691,389

Loans based on cash flow are loans whereby -interest is paid- out of surplus cash or available cash
flow. Forgivable loans are forgivable over time or certain' milestones obtained specified by the loan
agreements. Bonds: payable from long- term debt represent current maturities to be paid from long-
term debt secured in the current year. Transferrable lodns are loans whereby the obligation
terminates upon conditions met per the loan agreements.

Commitments and Contingéncies
Debt

GCHP i5 contingently liable for a construction loan to The Elysian, LLC. The loan, dated April 1,
2012; is for $7,800,000, of which $3,697,000 and $2,473,544 was outstanding at December 31,

‘2013 and 2012, respectively. The note has an interest rate of 2.95% per annum. Interest is drawn

monthly and pxmclpal is due Apnil 1, 2014. The note is collateralized by-the property owned by 'I'he
Elysian, L.L.C.

GCHP is contingently liable for a construction loan to 3222 Canal Apartments, LLC. The loan,
dated April 4, 2013, is for $750,000,.of which $65,861 was outstanding at December 31,2013. The
note has an interest rate of LIBOR plus 2.5% per-annum. Interest is payable monthly and principal
is due October 4, 2014. The note is collateralized by ‘the. property owned by 3222 Canal
Apartments, LLC:

Tax Credits

GCHP has entered into various guarantee agreements:related to particular transactions that include
completlon, operating deficits and tax credit guarantees. These agreements guarantee. the
completion, compliance and ongoing operations’ of properties. GCHP could be required to fund all
or a portion of -any deficits or'tax credit adjustinenits thiat‘may arise from these guarantees. In the
opinion of management, GCHP does not-anticipate any significant funding requirements as a result
of these giiarantee agreements.

-15-
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GULF COAST HOUSING PARTNERSHIP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

‘Conditional Promises to Give

Neigliborworks America

‘GCHP entered into a Memorandum of Understanding (MOU) with Neighborworks America
(Neighborworks) in which both are collaborating towards the recovery from the devastation caused
by Hurricane Katrina. Under this MOU, Neighborworks will contribute $450,000 to GCHP which .
is disbursed as follows: $100,000 at start- up defined as approval of the subdivision by the. City of

‘Hammond Planning Commission; :$120,000 upon the sale of the 10th home-and demonstration that

sale prices are:affordable to’ 120% AMI (“Average Median Income”); $115,000 upon the sale of the
26th home and demonstration that:sale prices are-affordable to 120% AMI; and $115,000 upon the
sale of the 36th home and demonstration that sale prices are affordable to.120% AMI.

Neighborworks' will follow ‘through. with the contribution under the condition that GCHP will
develop the housing subdivision know as: Phoenix Square consisting of forty-four affordable new’
single family residences in the City of Hammond, Louisiana with-the eamings target of the AMI
listed above. These funds were conditional on. the above requirements, and accordingly, were not
reflected as a promise to give-in thé consolidated financial statements: Funding is also subject to
federal appropriation.

Functional Allocation of Expenses

GCHP allocated its expenses on a functional basis for the years ended December 31-as follows:

2013 2012
Program.project services $ 4,618,462 $ 4,136,814
Supporting services -
‘General and administrative 707,723 645,873
Total $ 5,326,185 '$ 4,782,687
Related Party Transactions

Property acquisition

On. Apnl 17,.2012, GCHP acquired three buildings and two land parcels from Kaliope, L.L.C.

Kaliope, L:L.C. is'a two member liriited liability company; of which the President of GCHP is a
member. The total fair value of the property based on the average of two mdependent appraisals’
was $1,552,500. GCHP paid'$1,251,000 in cash and recognized a non‘cash:donation of $301,500 as
part of coﬁtributions, donations, and grants on the statement of activities.

Enterprise Community Partners, Inc.

GCHP entered into a MOU with Enterprise. CP. Under the MOU, at least one Board of Director’s
seat is designated for representatives nominated by Enterprise CP and-appointed by GCHP Board of
Directors. Enterptise CP may add GCHP representation in order to,preseive its Board presence at
9%. The MOU was effective April 1, 2006, expired on March 31, 2009, and was replaced by the
promissory note.in April 2010 described‘in Note 5. Enterprise CP has a seat on the GCHP Board of
Directors. .
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GULF COAST HOUSING PARTNERSHIP, INC.
NOTES TO CONSOLIDATED FINANCIAL, STATEMENTS
DECEMBER 31,2013 AND 2012

(10) Related Party Transactions (continued)

During theyear ended 2013 and 2012, Enterprise CP presented GCHP with an operating grant in
the amouint of $75,000 and $45,000, respectively, which is recorded on the Consolidated Statements
of Activities as grant income. Included in deferred revenue at December 31, 2012 is a $150,000
recoverable grant which was paid in full in 2013.

The Housing:Partnership Network, Inc.

During the:year ended December 31, 201:1 GCHP entered into a promissory:note with the Housing
Partnership Network, Inc (HPN). The, President of HPN is-a board member-of GCHP. The note had
an outStandmg balance of $846,317 with a‘3%.: interest rate-at December 31, 2012. The. note was
paid in'fuill-during 2013.

Capital Area Alliance for the Homeless

GCHP-Scoit, LLC has a loan with the Capital Area Alliance for the Homeless (CAAH). CAAH is a
partner-in another GCHP consolidated entity. At December. 31, 2013 and 2012, the outstanding
balance on the loan was $384,000 and $384,000, respectively, and the interest rate was-4.35% for
‘both.years.

First NBC Bark

Duringthe year ended December 31, 2013, GCHP entered into loan agreements with' First NBC
Bank and an affiliate of the bank. The President of First NBC Bank is Chairman of the Board .of
GCHP. The notes had an outstanding balance:of $9,219,421 and interest rates ranging from .73% to
4.25%.at December 31, 2013.

NBC USA Housing

As-disclosed in Note 5, GCHP has loaned $93,637 to NBC USA I-Iousmg The Chairman of the
Board of NBC USA Housing is a board' member of GCHP.

Incentive Management Fees

GCHP entered into an incentive management fee agreement with the Housing Partnership Network,
Inc. (Nétwork). Under the original agreement, GCHP shall pay to the. Network an annual incentive
management fee equal to 50% of the'available cash of GCHP up to a total-annual payment of
'$120,000. A subsequent amendment to the original incentive management fee agreement was
signed on March 31, 2010. This agreement amended the fee to be 25%.0f the. distributable cash of
GCHP.. Dlstnbufable cash is defined as the fiscal year end audited unrestricted operating and
reserve:cash balances adjusted for-year-end operating accruals in excess of $1.2 million. Opemtmg‘
and reserve cash balances exclude project:accounts and employee benefit accounts. The fee is
subject to a 6% cumulative, non-compounding annual return based upon a presumed $2 million
investmgent by . the Network as of June 6, 2006. The fee is non-accruing year to year unless earned
and.payable. GCHP accrued a fee of $98,905 and $98,806 for the years ended December 31, 2013
and 2012, respectively.
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GULF COAST HOUSING PARTNERSHIP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

{11) Noncontrolling Interest

The following table reconciles the changes in unrestricted net assets attributable to GCHP and the
non controlling interests in less than 100% owned consolidated subsidiaries:

Controiling Noncontrolling

Total, Interest Interest
Balance December.31, 2011 $ 14827743 § 14019231 $ 808512 :
\Excess of fevenues over expenses 2,705,295 3,110,133 (404,838) :
Contiibitiofs 10 subsidiary by noncontrolling shareholder 1,616,405 - 1,616,405 ;
Change in et assets 4321,700 3,110,133 1,211,567 j
Balance December 31,2012 19,149,443 17,129,364 2,020,079 5
Excess of revenucs over expenses 1,859,274 2434287 (575,013) :
Contributions to substdiaries by noncontrolling shareholders 4,347,280 - 4,347,280 i i
Change'in net asscts 6,206,554 2,434 287 3,772,267 :
Balance December 31,2013 $ 25355997 $ 19,563,651 § 57927346

(12) Temporarily Restricted Net Assets and Federal Awards

Temporarily restricted net assets are restricted by grantors for specific programs, purposes, or for
use .in subsequent periods. These restrictions are considered to expire when payments are made.
Temporarily restricted net assets are.shown in the Consolidated Statements of Financial Position as
restricted cash and land. Temporarily restricted net assets are segregated based on the type of
market the restriction is for, and as of December 31, 20[3 and 2012, respectively; are as follows:

. 2013 2012
New Orléans market, building '$ 1,000,000 $ -
Hammond market, land 250,056 255,042
Gulfport/Biloxi-market, restricted cash 324,159 411,176
Total received in advance for future operations $ 1,574,215 3 666,218

‘GCHP participates in-a number of:state and federally-assisted grant programs. The programs are
‘subject to-compliance audits under the single-audit approach. Such audits could lead to requests for
reimbuisement by the grantor agéncy for expenditures disallowed under terms:of the grants. GCHP
management believes that the amount of disallowances, 'if any, which may arise from future. audits,
will not be material.

(13) Geographic Concentrations

GCHP owns, develops, holds, sells; leases, transfers, exchanges, operates and manages all types of
real estate projects, including any buildings and other improvements in the Gulf South region.

(14) Legal Matlers

GCHP is not-involved in any legal action arising in the normal course of activities.
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GULF COAST HOUSING PARTNERSHIP, INC.
* NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31,2013 AND 2012

(15) Subsequent Events

Management has evaluated subsequént events through the date that the. financial statements were

available to be issued, April 28, 2014, and determined that there were no subsequent events
requiring disclosure except as noted below.

On.April 22, 2014, GCHP borrowed $850,000 from the Housing Partnership Network for project
predevelopment; activities. The' note has an ‘interest rate of 3.75%. Interest is payable monthly
beginning on June‘l, 2014. The note matures on Apnl 22 2017.
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INDEPENDENT AUDITORS’ REPORT ‘ON INTERNAL CONTROL OVER FINANCIAL
REPORTING-AND ON COI\‘IPLIANCE AND OTHER MATTERS BASED ON.AN, AUDIT OF
FINANCIAL STATEMENTS' PERFORMED N ACCORDAN CE WITH:GOVERNMENT

: AUDIT] HVG STANDARDS

To the'Boird of Diréctors and Officers
Gulf Coast:-Housing Partnership, Inc.

‘We have audited, in accordance-with.the auditing standardsil.gonéia]l}"‘- accepted. in‘the United’ States of
America and the standards applicable to-financial audits contained-in Government Auditing Standards
issued by the Comptroller General of ‘the United States, the consolidated financial statements: of Gulf
‘Coast Housing Partnership Inc (a nonproﬁt orgamzatxon) (GCHP) which “comprise the- consohdated
statement of-financial position as. of ‘Déceémber 31, 2013, and the related consolidated statéments of
-activities and cash flows:for the year then ended, and the related . notes to the consolidated financial
-statements, and have issued our report thereon dated April 28,:2014.

TIritersial Control over Financial Reporting

In planning and perforining our‘audit of the consolidated financial staternents, we considered. GCHP?s -

internal- control overfinancial; reporting '(intemnal . control) to determine - the. audit- procedures that are
appropriate in the:circumstances for the purpose: of: expressmg ‘our opinions:on the -consolidated financial
‘staterments, but,not for"the purpose of expressmg an opinion on the cﬁ'ectweness of GCI-]P S mternal
:control. Accordingly, we donot express an opinion on the effectiveness of GEHP’s internal control.

A deficiency in internal control exists -when ‘the design or opération of a control does: not allow
management?or employees, in-theinormal course of performing their a531gned functions; ‘to-prevent, or’

vdetect and correct,»mlsstatcments on a timely basis. A material weakness:is & deﬁclency, ora combmauon
of deﬁclencles, in internal control such that’ thére is-a reasonable possnblhty ‘thata matérial misstatemient
of the entity’s-financial statémerits will'not'be prevented, or detected and correctéd on a‘timely basis. A
sxgmﬁcant deficiency is a deﬁclency, or. a combination of deficiencies, in. internal control that-is less
severe than a material. weakness, yet. important. enough. to merit . attention by those. charged. with
governance.

Our cons:deranon of mtemal conirol was, for the hm1ted purpose descnbed in the ﬁrst paragraph of thls

wea.kne,ssos or, sxgmﬁcant déficiencies: Givenithese lun_xtatlons dunng our‘audit'we dld not identify. any

deficiencies-in internal control that we consider'to be material weaknesses. However, maferial;weaknesses.

may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether GCHP’s consolidated financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could.have a direct and material
effect on the determination of financial statément amounts. However, providing an opinion on compliance
with thosé provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The resilts of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under-Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of otr testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the-entity’s internal
control or on compliance. This report is an integral part: of an .audit performed in- accordance with
Government A udmng Standards i considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose:

Metairie, Louisiana
April 28,2014



Postlethwaite
& Netterville
Associated %"#.ii‘iﬂﬁit::."é?&f:?’?ﬁ;“ﬁﬁﬂd Stoles

www,pncpa.com

N

PROGRAM:-AND ON INTERNAL CONT ROL OVER COMPLIANCE: REQUIRED BY OMB
CIRCULAR A-133

The Board of Directors and Officers
Gulf Coast Housing Partnership, Inc.

Report-on Compliance for Each Major Federal Program

We have audited Gulf Coast Housing Partnership Inc.’s (a nonprofit organization) (GCHP) compliance
with the types of compliance requirements described in the OMB Circular 4-133 Complxance Supplement.
that could have a direct and material effect on each of GCHP’s.major federal programs for.the year ended
December 31, 2013. GCHP’s major federal programs are identified in the summary of auditor’s resuilts
section of the accompanying schedule of findings and questioned costs.

Mapagement’s Responsibility

Management is responsible for compliance with' the requirements. of laws, regulations; contracts, and
grants applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of GCHP’s; major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards genera]ly accepted in the United States of America; the
standards applicable to financial ‘audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States; Local
Governments, and Non-Profit Organizations. Those standards and OMB Cucu]ar A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncomphancc with the types.of
compliance requirements referred to-above that could have a:direct and material effect-on a major federal
program occurred. An audit includes examining, on a test basis, evidence about GCHP’s compliance with

those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for- each major
federal program. However, our.audit does not provide a legal determination of GCHP’s comphance

Opinion on Each Major Federal Program

In our opinion, GCHP complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct-and material effect or each of its major federal programs for the
year ended December 31, 2013.
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Report on Internal Control over Compliance.

Management of GCHP is responsible for establishing and maintaining effective internal control over
compliance with the.types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered GCHP’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test-and report on.intemnal control over oompllance in
accordance with OMB Circular A-133, but not for the purpose of expressing an oplmon on the.
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of GCHP’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliarice does:not allow management or employees, in:the normal course of performing;their ass1gned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in. internal control over compliance; such that there is a
reasonable possibilitythat mateg_i"_aLmoncompliancc with a type.of compliance requirement of ‘a federal
program will not be prévented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is-a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a fedéral program that is less severe than a material
weakness. in internal control over compliance, yet important enoughto merit attention by those charged
with governahce. '
Qur consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not 1dent1fy any
deficiéncies in internal control over compliance that we. consider to be.material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over'compliance and the results of that testing based on the: requirements of
OMB Circular A-133. Accordingly, this report.is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by OMB:Circular A-133

We bave audited the consolidated financial statements-of GCHP as:of and for thie year.ended December
31, 2013, and have issued our report thereon dated April 28, 2014, which contained an unmodified
opinion on those consolidated financial statements. Our audit was performed for the purpose of forming
an opinion on the consolidated financial statements as a. whole. The accompanying: schedule of
expenditures of federal awards is-presented for the purposes of additional analysis as required by OMB
Circular A-133, and is:not a required part of the consolidated financial statements. Such information is
the responsibility of management-and was derived from and relates directly to the underlying accounting
and other records used to prepare the consolidated financial statements. The information has been
subjected to the auditing procedures applied in the audit of the consolidated financial statements and
certain additional procedures, including comparing and reconciling, such. information directly to the
underlying accounting:and other records used-to prepare the consolidated financial statements or to the
consolidated financial statements themselves, and other additional procedures in accordance with auditing
standards.generally accepted in'the United States of America. In our opinion, the schedule of expenditures
-of federal.awards is fairly stated in all material respects in relation to the consolidated financial statements
as a whole.

4



This report is intended solely for the information and use of the Board and. Officers, GCHP’s
management, and federal awarding agencies and pass-through entities, such as the State of Louisiana and
Legislative Auditor’s Office and is not intended to be and should not be used by anyone other than these
specified parties. However, under Louisiana Revised Statute 24:513, this report is distributed by the
Legislative Auditor as.a public document.

(DY omit? Tollriilly

Metairie, Louisiana
April 28,2014



Guif Coast Mousing Purtucrship, Inc.

Schedule of Expenditures of Federal Awards

For lhe ycar.ended December 31, 2013

Graat Number/
Pass-Through
Federal Entity
Feders) Grantor/Pass-Through Gruntor/ CFDA Identifying
Program Title/Grant Name Number ‘Number

Federal
Expenditures

Loan
Balance

{US. Department of Housing and Urban Development:

Pass-through program from:
Louisiana Housing Finance Agency (LHPA)
HOME Investment Partnership Program 14.239  .2011-2012-25 HOME NOFA

Pass-lhmugh program {rom:
Louisiana Housing Finance Agency (LHFA) .
HOME Invesiment Parlmrslnp Program 14.239 2010-2011 HOME NOFA

Pass-through program from:
Enlcmnse Commumfy Pattners .
Housing and Usbian Developmient (HUD) 14.252 125G2083

Pass-through program from:
Enterprise Community Partaers
Housing and Urban Development (HUD) 14,252 135G3074

Pass-through program from:
Housing Assistance Council PPCBI
‘Housing and Urban Deve!op_man (HUD) 14.252 unknown

Pass-through program from:
Louisiana Housing Finance Agency (LHFA)
HOME Investment Partnership Program 14.23% NOFA-10-17

Pass-lhrough program from:
Capite} Ares Alliance for the Homeless .
Supportive Houding Program (SHP) 14.235 LAC093B6H041101

Total Fedéral Gramt Expenditures

US. Department of lluusing and Urban Development:

Pass-through program from:
Louisiana OfTice of Commumty Development
Community Development Block Granis/State’s
Program end Non-entittemant Grants in Hawaii 14,228 17RHPS1501

Pass-through program from:
LRA/Office of Community Development
Community Developmem Block Grants/Stale’s
Program end Non-entitlement Grants in Hawaii 14.228 17RHPS1505

Pass-through program from:
Louisiaiia Office of Community Development
Community Development Block Grants/State's.
Program and Non-entitlemnent Grants in Hawaii 14.228 OCD #23

Pass-through progmm from:
Louisiana Housing Finance Agency (LHFA) .
HOME Investment Partnership Loan 14.239 LHGP 09-09

5 447,525

747,484

75,000

15,000

20,051

———

§ 1,305,060

s 2,381,190

1,167337

70,763,

3,800,000

1,021,159

8,035,387

427,500



Gulf Coast Housiog Partnership, Inc.

Schedule of Expenditures of Federal Awards (contioved)

For the year ended December 31, 2013

Federa) Grantor/Pass-Through Grantor/
Program Titlé/Grant Name

U.S. Department of Housing and-Urban Development:

Pess-tbrough program {rom:
Louisiana Housing Finance Ageney
Neighborhood Stsbilization Program
{American Recovery and Reinvestment Act)

Pass-lhmugh Program l‘mm
New Orleans Redcvelopmem Authority
Neighborhood Stabilization Program .
(American Recavery and Reinvestment Act)

Pass-through program from:
Louisiana Housing Finance Agency (LHFA)
Nenghborhood Stabilization Program
(American Recovery and Reinvésiment Act)

Pess-through program from:
East Baton Rouge Redevelopment Authority
Community Development Block Grants/State's
Programn and Non-entitlement Grants in Hawaii

Pass:through progsam from:
_Louisiana Office of Community Devetopment
‘Community Dcvelopmcnt Block Grants/State’s
Program end Non-entitlement Grants in Hawaii

Pass-through program fram:
Louisiana Housing Finance Agency (LHFA)
Naghborlmod Slnb)huhon Program;
(Americen Récovery and Reinvéstment Act)

Pass-through program from:
Capital Ares Alliance for the Homeless
Supportive Housing Program

Pass-throngh program from:
Louisiana Housing Finance ‘Agency (LI-IFA)
Tax Credit Assistance Progmm (T CAP)
(American R y a ent Act)

Total Federal Award Loans

Total Federal Award Expenditures

See accompanying notes to the schedule of expenditures of federal awards.

Grant Number/
Pass-Through
Federal Enlity
CFDA Fdentifying Federal -Loan
Nomber Nomber Expenditures Balance
14.228 unknown s - S 1,723,937
14.256 2010-NSP2-12 - 1,700,000
14,228 RD-18 - 1,000,000
14.228 unkpown - 841,100
14.228 1G-2010-03 . 495,556
14.256 RD-13 - 1,000,000
LAC093B6H040800
14,235 & LA48B704002 . 384,000
14.258 05(PC)-17 - 1,000,000
$  3,6192% S 21428639




Gulf Coast Housing Partnership, Inc.

Notes to Schedule of Expenditures of Federal Awards

December 31, 2013

General

The accompanying Schedule of Expenditures of. Federal Awards presents the activity of all federal
awards-of Gulf Coast Housmg Partnership, Inc. (GCHP). The GCHP reporting entity is defined in
Note 1 to the consolidated financial statements for the year ended December 31, 2013. All federal
awards received directly from federal agencies are included on the schedule, as well as federal
awards passed-through other government agencies.

Basis of Accounting
The accompanying; Sctiedule of Expenditures of Federal Awards is presented using the accrual basis

of accounting, which is described in Note 1"to GCHP's consolidated financial'statements for the year
ended December 31, 2013.

Rélationship to Financial Statements

Federal expenditures of $4,924,350 are reported as follows:

Unrestricted federal grants $ 1,305,060
Long-terin debt 3,473,112
| | 4,778,172
Unrecorded loan expenditures 146,178

Total federal expenditures $ 4924350

Relationship to Federal Financial Reports

Amounts reported in the Schedule of Expenditures of Federal Awards agree with the amounts
reported in the related federal financial reports, except for the amourts in reports submitted
subsequent to December 31, 2013.

‘Notes Payable to Federal Agencies

GCHP received. funding under the Community Development Block Grants/State’s Program by
entering into a promissory note with the State of Louisiana, Office of Community Development for
$4,000,000 dated April 1, 2012. The note has an interest rate of 0% per annum. The note is
forgivable five years after maintaining compliance: with occupancy requirements: All outstanding
principal shall be due and payable on April 1, 2047. The note is collateralized by real estate. The
balance of $3,800,000 and $587,963 was ouistandmg as of December 31, 2013 and December 31,

2012, respectivély. Federal expenditures of $2,381,109 during the year ended December 31, 2013
were incurred:under the-loan agreement.



Gulf Coast Housing Partnership, Inc.

Notes to Schedule of Expenditures of Federal Awards

December 31, 2013

Notes Payable to Federal Agencies (continued)

GCHP- MidCity LLC, a consolidated-subsidiary .01% owned by GCHP, received-funding under the
Community Development Block Grants/State’s Program by entering into a promissory note with the
State of Louisiana, Office of Community Development for $1,400,000 dated December 6, 2012. The
noté has an interest rate of 0% per annum. The note is forgivable five years after maintaining
compliance -with occupancy requuements All outstanding principal shall be due and payable on
December 5, 2047. The note is collateralized by real estate. The balance of $1,021,159 was
outstanding .as of December 31, 2013. Federal expenditures of . $1 ,167337 durmg the year. ended
Décember 31, 2013 were incurred under the loan agreement with the remaining balance of $146,178
not yet réimbursed.

GCHP — MLK, LLC, a consolidated subsidiary owned .01% by GCHP, received, funding under the
Community Development ] Block Grants/State s Program by entering into a promissory note with the
Louisiana Office of Community Development for $8,101,036 dated March 31, 2011. The note has
an interest rate of 0% per annum. Principal is payable: annually commencing May 1,2012 through
March 31, 2046 to the extent of surplus cash. The note is collateralized by the property owied by
GCHP — MILK, LLC. The balance of $8,035,388 and $7, 695 ,984 was outstanding as of Deceémber
31, 2013 and 2012, respectively. Fedéral expenditures of $70,763 dunng the-year ended Decemiber
31 '2013 were incurred under the loan agreement.

GCHP - Scott, LLC, a wholly-owned subs:dlary of GCHP, received funding: under the HOME
Investment Partnership Act by entering into 2 promxssory note with the. Louisiana Housing Finance
Agency for $500,000 dated March 26, 2010. The note.is to be forgivén over 20 years begmnmg
December 31, 2011. The note has an interest rate of 0% per annum. Principal is’ die orily upon
default under, thc HOME Affordable Rental Housing Program Agreement. The note is collateralized
by the property owned by. GCHP ~ Scott, LLC. The balance of $427,500 and $452,500 was
outstanding.as of December 31, 2013 :and 2012, respectively. Forgiveness of debt-of $25,000 was
recorded-on the loan duung the year ended. December 31,2013.

GCHP — MK, LLC, a consolidated subsidiary-owned..01% by GCHP, received fundmg underithe
Community Development Block Grants/State’s. Program by entering into a promissory note’ with the
Louisiana Housing Finance Agency for;$1,723 ,937 dated March.31, 201 1. The note has:an interest
rate-of 0% per annum. Pnnmpal is payable annually commencing May 1, 2013 through May 1, 2046
to the extent: -of surplus cash. The note is collateralized by the. property owned by GCHP— MLK
LLC The balance of $1,723, 937 and $1,551,543 was outstanding as of December 3 1; 2013 and
2012, resPecuvely

‘GCHP -~ MLK, LLC, a consolidated.subsidiary owned .01% by GCHP, received funding under the
Neighborhood Stabilization Program by entering into a promissory note with the New Orleans
Redevelopment Authority for'$1,700;000 dated March 31, 2011. The note has<an interest rate of 0%
per annum. Principal’is due March. 30, 2047. The note‘is collatéralized by the propérty owned by
GCHP — MLK, LLC. The balance of $1,700,000 was- outstanding as of Decémber 31, 2013 and
2012, respectwely

e e e —————



Gulf Coast Housing Partnership, Inc.

‘Notes to Schedule of Expenditures of Federal Awards
December.31, 2013

5. Notes'Payable to Féderal Agencies (coritinued)

GCHP — One Stop, LLC, a sibsidiary owned 52% by GCHP, received funding under the
Nelghborhood Stabilization Program:by entering into-a promissory note with the Louisiana.Housing
Einance Agency for $1 000,000 ‘dated July29,:2010. ‘The note: has an'interest rate of 0% per.annum.

Pnnclpal -and interest are payable -annually’ commencing' Apnl 1, 2012 through January 1, 2040 to,
the, extent of surplus cash approved by the Agency The note 1s co!laterallzed by the: property owned

and’ 2012

GCHP -Elysian, LLC, a consolidated subsidiary wholly owned. by. GEHP, received funding: the
Commiunity Development I Black Grants/State’s ' Program bynentenng intoa prormssory ‘note with the -
East Baton Roiige: Redeve]opment Authonty for :$841,100 dated April' 1, 2012.. Thé note tias an
intefest rate of 0% per annum. The.note is forglvable ﬁve years after mamtammg compl ianice with
occupancy réquirements. Principal is-due April 1, 2047. “This.note is collateralized by real estate.
The balance of $841,100:and $757,000 was, outstandmg as'of December 31,2013 and December 31,
2012, respectively

GCHP — One. Stop, LLC, a subsuhary owned 52% by GCHP, received fundmg under the:
Community; Development. Block Grants/State’s Program, by entering into.a.promissory.note with: the
Louisiana Office of Commumty Development—for $500,000' dated July 21, 2011. Theé note has an
interest rate-of 0%, per annum. Principal isipayable annually commencmg May 1,2012 through July
21, 2046 to the extent-of surplus cash approved by the agency. The.néte is collateralized by the
‘property-ownéd:by- GCHP-— One:Stop, LLC. Thebalance of $495,556.and $500,000 was outstanding
as of December-31, 2013 and Decembér 31,2012, fespectively.

GCHP — Scott, LLC, -a wholly-owned subsidiary of GCI-]P received ‘finding under the
Neigtiborhood: Stabilization. Program (NSP)‘by entering into.a promlssory ‘noté with'the Louisiana
‘Housing Financé Agency for- $1,000,000-dated March 26, 2010. The note has. an ‘intefest rate of
2:00% per annum. Principal-and interest are payable monthly:commencing April 1, 2012 through
April 1, 2031, to'the éxtent of surpluscash-approved.by the-Agency. The noté:is collatéralized by the
property owned'by GCHP-Scott, LLC. The balance:of $1, 000,000 was-outstanding:as. of, December
31,2013 and 2012.

GCHP'— Scott, LLC, a wholly-ownéed subsxdlary of GCHP, received funding under ‘the, Supportive
Housing Program by entering into a promissory note with the Capltal Aréa Alliance for the
‘Homeléss for $430,000 dated’March 31, 2010. The note hias an initerest rate.of 4. :35% per anniim.
Prmclpal and interest are: payab]e monthly commencing March 31; 2012:through| March 31, 2040 to
‘the .éxtent of net cash ﬂow The note;is collateralized by the property: owned by GCHP iScott,
LLC. The balance of $384,000 was outsta.ndmg as of December 31, 2013 and 2012

10



Gulf Coast Housing Partnership, Inc.

Notes to Schedule of Expenditures of Federal Awards
December 31, 2013

5. Notes Payable to Federal Agencies (continued)

GCHP - One Stop, LLC, a: stibsidiary owned 52% by GCHP, received funding under the Tax Credit
Assnstance Program by entering into a promissory-note with the Louisiana Housing Finance Agency
for '$1,000,000 dated July-29, 2010. The:note has an interest rate-of 0% per- annum. Principal and
interest are payable monthly commencing April 1, 2012 through August 1, 2050 to the extent of
surplus:-cash approved by the Agency. The note is col lateralized by the property owned by GCHP —
One Stop, LLC. The balance of $1,000,000 was outstanding as of December 31,-2013 and 2012.
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Gulf Coast Housing Partnership, Inc. -

Schedule of Findings and Questioned Costs

Year ended December 31, 2013

Schedule I - Summary of Independent Auiditors’ Resuilts

L.

2.

10.

11.

Type of report issued on the finaricial statements. Unmodified Opinion

Did the audit disclose any material ‘'weaknesses-in' internal control over financial reporting?
No :

Did the:audit disclose any significant deficiencies in internal control over financial
reporting? None reported

Did the audit disclose any. noncompliance which is material to the financial statéments of the
organization? No

Did the audit disclose any material weaknesses in internal control over major Federal
programs? No

Did the audit disclose any significant deficiencies in internal control over major programs?
None reported

‘Type-of report issued on compliance for major-programs. Unmodified

Did the audit disclose any audit findings which the independent auditor ‘is:required to report
under OMB Circular A-133, Section 510(a)? No

The following, is an identification of major programs:

United States Department of Housing and Urban Development
= CFDA No. 14228 — Passed through the Louisiana Housing Finance Agency
(LHFA) Community Development: Block Grants/State’s Program and Non-
entitlement Grants:in Hawaii

The dollar threshold .used to distinguish between Type A and Type B Programs, as described
in OMB Circular A-133, Section:520(b) was $300,000. -

Did the auditee qualify as a low risk auditee under OMB-Circular A-133, Section 5307 Yes

Schedule II - Financial Statement Findings

None noted

Schedule IIT - Federal Award Findings

None noted
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